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INVESTIGATION OF POSSIBLE FRAUD IN CONSTRUCTION 
OF ORDNANCE FACILITIES, COROZAL, C. Z. 


On September 14, 1953, the Corps of Engineers, United States 
Army, issued invitation for bid No. ENG—O8-123-54-18 for the con 
struction of an ordnance maintenance shop, electrical, water, and 
sewer systems. The engineers estimated the cost at $1,694,748 yids 
were returnable to the United States district engineer at Jacksonville, 
Fla., on November 24, 1953, at 11 a. m 


Section 5 of the bid documents stated 


Bid hall be s nitted in suffice t t i the area ¢ eer 
prior to the ti of the ope ng 

B Is ec ved after the en i ( ( il ’ . 4 a ? 
a? 1 } / } \ T i ( t ta D } 
Such late bids shall be considered provided thev ar ele efo he / has 


been made and provided the failure 


he ? L hich ti b é l , é t Ss i ¢ 
con ere but shall he } nope? ? to 
the bidder, unless other disposition is requested or agreed to by the bidder. TI 

hour and date shown bv the post office cancellation am) he the nly ¢ lence 
considered in determining when a letter containing a bid was placed in the post 
office If a mete nq device is used i Stamping the envelope er tall r the bid, 
here hal be noted or a envel pe Post naster please Lit Phe é is 
hown by the post office cancellation will be the o7 ‘ lence considered as to the 
hour and date of posting [Italics supplied 


Six bids were received on November 24, 1953, and opened at 11 
a.m 

At 8:16 a. m. that morning, the district engineer received a telegram 
from United Enterprises, Inc., sent from Miami at 7:42 a. m. It 
read as follows: 

Refer our bid invitation No. ENG—OS8—123—54-18 ordnance facilities, Corozal, 
C. Z., to be opened 11 a. m. e. s. t., November 24, 1953 Deduet $368,000 from 
the total bid 

At 3 p.m. the same day, United Enterprises telephoned from New 
Orleans to learn the results of the bidding. Colonel Dodge advised 
that a telegram authorizing a deduction had been received but that 
no bid had been received. 

Thereupon United Enterprises telegraphed: 

To confirm conversation with Colonel Dodge our bid was mailed Sunday after- 
noon (the 22d) airmail with definite assurance that 1 would reac vour office 
sometime Monday 

The envelope containing the bid was received by the district engi- 
neer at 9:40 a. m. on November 25 It bore a cancellation stamp of 


the Panamanian Government with only the figures ‘‘23” in the center 


and a registry number “1345."" No time was discernible and there is 
no evidence of a request for cancellation. The envelope also was 


stamped “Jacksonville, Fla.: November 24, 1953, West Station.’ 


1 
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A later check by the engineers showed this registry number was 
received at the Miami Airport in the United States mail at 6:46 a. m 
on November 24 

The district engineer did not open United’s letter when it came but 
requested his project manager at Corozal to verify the mailing time 
The project engineer then reported that the bid was mailed at 2130 
eastern standard time, November 23, 1953 (9:30 p. m. 

On November 30, 1953, the project manager was asked to verify 
whether the bid was “registered at Hotel Panama or at a post office” 
and whether “registry processes would ordinarily delay transmittal,”’ 
and “to advise all scheduled flightsfrom Panama which carry airmail.” 
This teletype stated: 


ge bid was delivered to postal clerk, 


Repres ntatives of United Ente rprises alle 
Hotel Panama, at 12:30 a. n November 23 


On December 1, 1953, the district engineer sent this project manager 
another teletype: 
Request you contact local postal authorities and find regularly scheduled hour, 


pick up airmail at Hotel Panama and schedule time of arrival at Tocumen National 


A; “ 
LIrpor 


The project manager replied 


Chief of Postal Service, Panama Cit I publie ol Panama, furnished the fol 
lowing correeted information: United Enterprises bid was registered and posted 
at Hotel Panama Registration process does ordinarily delay transmittal of mail 
rhe first scheduled flight leaves Tocumen National Airport at 2 a. m., each day to 


the United States United Knterprise’s bid, Registered No 1345, left Hotel 
Panama at 9:30 p. m., November 23, and was delivered at Tocumen National 
\irport at 11 p. m., November 28, for dispatch to the United States by flight 300 
at 2 ee. M.. November 24, 1953 


Ik 


Another teletype from the project manager to the district engineer 
stated that 

Chief of Postal Service, Panama City, Republic of Panama, states that regular 
scheduled hours for daily pickup of airmail at Hotel Panama are 1400 (2 p. m 
and 2000 (9 p. m 

He reported the times of arrival at the airport as 2:30 p.m. (after- 
noon) and 8:30 and 11:30 at night. The departure of the only daily 
scheduled flight was at 2:20 a. m. each morning. 

The district engineer was furnished a statement by United Enter- 
prises that its bid was delivered to the postal clerk at Hotel Panama at 
12:30 a. m. the morning of November 23 with the assurance that the 
bid would get to Jacksonville prior to 11 a.m. the morning of Novem- 
ber 24, together with a statement from the postal clerk that the bid 
was received at about 12:30 a. m. the morning of November 23. 

Evidence is that the actual time in transit was from 2:20 a. m 
November 24, 1953, to 6:46 a.m. the same day at Miami. The total 
time between deposit of the envelope at 12:30 a. m. on November 23 
and the time the envelope was required to be in Jacksonville was 
31% hours. Actual flight time is a little over 6 hours 

The district engineer considered the foregoing information and “felt 
he had sufficient evidence to declare this bid as a qualified bid.’’ He 
publicly opened the United Enterprises bid on December 2, 1953; made 
the deduction allowed in the telegram of November 24; and determined 
United Enterprises to be the low bidder at $1,396,000. The six other 
bidders were then notified of his decision. The second low bidder, 
Framorco, Inc., filed a protest. 
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The district engineer then wrote out his findings and forwarded 
them through administrative channels. His findings were that the 
bid was deposited at the Hotel Panama at 12:30 a.m. on November 23 
that a clerk named Haskins, who received this mail, was authorized 
to receive and register mail on behalf of the postal serviec of Panama; 
that Haskins had assured that the letter would be received in Jackson- 
ville prior to 11 a. m. November 24; that United Enterprises placed 
“full reliance upon such assurance in releasing the bid for dispatch” 
that Haskins, ‘having received the bid failed to take appropriate 
action to assure its reaching Tocumen Airport prior to 2:20 a. m., the 
time of the regularly scheduled flight to the United States’; that the 
bid was not picked up al the Hotel Panama until approximately 9:30 
a.m. on November 23, 1953, and left Panama at 2:20 a.m. November 
24. 

Framorco, Inc., filed a telegraphic protest and followed this with 
four specific charges in a letter dated December 3, 1953 It is ad 
mitted that the Framorco protest contained practically the same 
information upon which the district engineer had based his original 
and his second decision, “except that it raises the question of time in 
the mails.”’ It is also admitted that ‘no evidence had been brought 
to his (the district engineer) attention causing him to change his 
decision.”” The division engineer at Atlanta concurred in the district 
engineer’s findings both times and forwarded his approval to the Chiet 
of Engineers 

After these findings had been received in Washington a Mr. Morales, 
Jr. ‘‘who was incidentally [sic] in Washington” visited the Office of the 
Chief of Engineers and ‘made certain statements which we thought 
needed further investigation.”’ Morales ‘“‘was backed up by a char- 
acter reference (if you want to call it that) through the State De- 
partment.” 

Following Morales’ visit, General Tulley telephoned the division 
engineer to send somebody down to Panama. An investigator went 
to Miami and checked the mail and then went to Panama where he 
interviewed Haskins, the clerk who sold the stamps and registered 
the envelope 

General Tulley admits to us that Haskins (the clerk) was authorized 
to receive packages for mailing, to sell stamps and to register mail but 
says the Government did not pay him. He asserts that he “received 
evidence” that the envelope was not delivered to Haskins at 12:30. 
Tulley states that on January 10, 1954, Haskins denied that he made 
any definite commitment that the envelope would arrive on time. 

The only new information on which the district engineer could be 
reversed after his two findings was by reliance on such a changed 
statement: that the deposit was made at 3 a. m. and it would have 
been impossible to have delivered the envelope to a plane departing 
at 2:20 a.m. The district engineer’s finding 5 is as follows: 

Haskins’ retraction of previous statement. Haskins immediately admitted 
that he had received the bid from Mr. J. B. deVillentroy, executive vice president 
of the United Enterprises, Inc., not at 12:30 a m. on November 23, 1953, as 
previously stated, but at 3 a.m. on that day. Haskins explained that de Villen- 
troy had come from the hotel bar to the newspaper stand at 3 a.m. and given him 
letter to be mailed. 

In a signed statement Haskins had previously stated that he 
received the mail in question about 12:30 on the morning of November 
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23; that he put on the stamps and Registry No. 1845 and assured the 
representatives of United that the envelope would get to Miami at 
11 a.m.on the morning of November 24. 

However, the engineers now allege that Haskins changed his story 
(or did he?)—that this envelope was not delivered until 3 a. m., and 
the representatives of United “had come from the bar in the hotel at 
3 a.m. and given him the letter to be mailed.’’ General Tulley stated 
that the reason 


this is important is that if a plane that leaves at 2°20 a.m. obviously if he didn’t 
have anything in his hands until 3 a. m., how could he get it to a plane that left 
at 2:20 a. m.? 

This statement is a demonstrably false one. A telegram from the 
hotel management advised the subcommittee that the hotel bar on 
the day in question was closed at la.m. It had, therefore, been closed 
2 hours before the alleged delivery of the envelope. 

We were first led to believe that the information on the closing of 
the hotel bar, which fixed the time of deposit of the envelope atsa.m., 
was contained in a signed statement of Haskins, later sworn to. But 
on cross-examination of General Tulley and on an examination of the 
records, it developed that the statement about the closing hour of the 
bar was not in any written statement of Haskins, either sworn or 
unsworn. ‘That leaves three men responsible in some way for the 
submission of this false and unsworn statement to the district engineer 
upon which he evidently relied. They are Stagg, the superior of 
Haskins who was the hotel concessionaire; White, the project manager 
of the district engineer; and Marsden, the division engineer from 
Atlanta No person claims to have talked with Haskins but these 
three and they came away without any written statement of this 
point Yet this statement upon which the hour of deposit of the 
nvelope was fixed was placed in the district engineer’s supplemental 
findings without any written support as required by the regulation. 
The time fixed by this false statement for deposit of the envelope is 
the only difference between the original findings and supplemental 
finding 5. This is very suspicious conduct on the part of Government 
Officials; and the finding, therefore, is not borne out by the written 
evidence required under the regulations. 

There is not one single shred of written evidence, sworn or unsworn, 
to support the last sentence of this finding. The last person in posses- 
sion of this charge was an agent of the United States Government who 
caused it to be placed in these findings. 

There has been a gross injustice perpetrated on a bidder by the 
presentation of a demonstrably false statement. This is sorry posi- 
tion for the United States Government to be in when with so little 
effort it could have relieved itself from this embarrassment. Supple- 
mental finding 5 of the district engineer cannot be supported. In addi- 
tion, it is not supported by the evidence required under the depart- 
mental regulations. Nowhere in all of his inquiry does the district 
engineer ascertain the ability of this clerk to put this envelope on the 
plane leaving 2 hours later 

One person whom the engineer representatives have consistently 
avoided is Assistant Manager Simon, whose statement, as reported to 
us In sworn testimony is very significant: 

Why don’t somebody come and ask me? I don’t want to get into any contro- 
versial issues here, but I am manager of the hotel, and if anybody asks me I will 


tell the truth. 
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To this day he has not been queried. 

In contrast to supplemental finding 5, we read from and adopt as 
our conclusions on the facts developed in the testimony, the endorse- 
ment of General Holle, the division engineer who twice reviewed the 
protests of Framorca and on December 23, 1953 certified as follows: 

\ very thorough investigation of this case has been made in this office; 

A number of circumstances, not specifically covered by regulations or the 


provisions of the specifications * * * requires * * * that the conclusions and 
decisions be based broadly on the basie intent of the rules for handling late bids 
namely, that anv and every bid submitted in good faith as to time ess and 
reasonableness for delivery prior to the bid opening is valid for consideration 


The division engineer asserted that 


The essence of the matter is whether or not the clerk in question it his Capact 
as an agent of the Panamanian mail svstem should be regarded as a ff I 
source of information * * * upon which a mailer * # s entitled to rely f 
guidance 
and 
whether or not, based on information fur hed that ag ( Was tiled 


Ih time, 


That is a correct statement of the case, in our opinion. The 
division engineer then concluded: 


In my opinion a mailer is entitled to rely on such a postal agent for such it 
formation and since the agent stated it would arrive on time { since it could 
have if it had beer prope rlv dispatehed to the airport at d be carried by 
2:30 plane that night, the answer to both questions is in the affirmative. 


We agree with the statement of the questions involved and with 
that conclusion of the division engineer. 

These two findings, not revealed by Washington, stand in sharp 
contrast to the changed findings in supplemental finding 5 above 
referred to. As we have pointed out, the information contained in 
finding 5 is unverified, unsworn, and contrary to the measure and 


requirements of proof set up in the CGaovernment rt 


culations covering 
such situations. The difference between these two findings is a 
demonstrably false statement, unsworn and unverified 


In our considered opinion, the handling of this case is a diseredit 


to the Corps of Engineers. It is probably the most slovenly, inept, and 
suspicious handling this subcommittee has witnessed during its many 
deliberations on Government contracting. The Corps of Engineers 


at Washington never had a fixed position- 

1. The legal counsel thought that there was a burden on the bidder 
to insure, personally, the delivery of the mail in question 

2. The Chief of Engineers, over a weekend, decided to question the 
authority of the agent who sold the stamps and took in the mail. 

3. The Deputy Chief of Engineers who made the decision couldn't 
decide in 3 days whether he relied on the lack of authority of the 
agent or on the false statement of Haskins, the agent in question 

1. The Chief of the Construction Branch who assisted in arriving 
at the decision agreed that special handling was a subject: which 
had to be considered; but by his own testimon and thre testimony 
of all of the engineers, that subject Was hever Giscussed intil after the 
decision. 

At no time was there an impartial, complete, and competent investi- 
gation of the facts upon which a decision should have been rendered. 

Instead, this bidder was charged with suspicion of fraud. 

After he was charged with suspicion of fraud, when under the regu- 
lations no person in the Engineer office was permitted to discuss the 
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m, he was then equested to eve a 30-day extension on 
vein i! ‘ 994, ol hy Toyah shane his bond 
At tl time, in the face of a charge of suspicion of fraud upon him 
of the United State he coul ot have been awarded the 
aq; ould not have any discussions whatsoever with the Engineer 
{ ) ) I ithe suspicion of fraud had peen removed 
fo extend this bid and bond for 30 davs is a blatant and brazen 
» public dee ind of the eandor which evervone has a 
spect: [rol (Gsovernment officers 
We have somethu to sav on charges of SUSpPICLOn of fraud under 
ition | . OM mittee does not Walt 0 ee & cuit 
Ol ) npunished neither does it Want to see an innocent person 
( sed But each should be accorded a prompt trial, should 
e able to know his accusers and their accusations, and to answet 
hem ata trial 


Phe De partment Counselor of the Army and the Chief Counsel of 


the Corps of Engineers cannot even agree on the effect of charges of 
picion of fraud. Their testimony is in stark contrast. We believe 
the Chief Counsel of the Enemeers, that once this charge is plac ed as 
he swore to us, this bidder is to all intents and purposes blacklisted 
ith no chance of either relieving himself from that stigma or defending 
humself against false accusations Such procedure is certainly not in 


the American tradition and is a disregard of fundamental and basic 
(merican rights 

While this matter was pending before the subcommittee, the 
Department of the Army undertook to obtain a ruling from the 
Comptroller General (see appendix A Letters of transmittal to 
the Congress are reproduced hereafter in this report as appendix B 
The Army letter contains four false representations as will be plainly 
een from the testimony taken in this case The Comptroller under- 
ook to sustain the Army, adopting as a part of his oOpmion these 
four false representations. The representations are as follows: 

|. In the third paragraph it is represented that the district engineer 
of Ja 


enterprises That is false. The district engineer made his decisions 


ksonville made his two decisions on statements made by United 


ipon the evidence which he independently procured through his own 
personally directed investigations 

2. In the sixth paragraph it is represented that there was ‘‘no 
ecognized practice’ for dispatch of mail by special courier. The 
fact is that prior to the decision to throw out United Enterprises’ bid, 
no attempt was made to ascertain that fact 

». Inthe ninth paragraph the statement is made ‘by accepting the 
mail time as 12:30 a. m., the engineers made the determination that 
the bid was mailed late.’ Thev have not so testified before this 
subcommittee 

$, In the IIth paragraph it is represented that the “aspect 
of possible fraud was not a contributing factor in the determination.”’ 
That statement is contrary to the testimony of three United States 
engineers, headed by the Deputy Chief, before this subcommittee. 

(gain there are many suspicious circumstances connected with 
this procedure. The responsible law officers of the Comptroller 
General were shocked when they learned of the contents of the 
opinion and of the fact that it had been uttered without informing 
this subcommittee. It is entirely possible that this matter was hand- 
carried through the Comptroller’s office and that minor officials of 
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~ 


the Comptroller were pursuaded to become a party to an opinion 
which the Acting Comptroller now recognizes as unfortunate 

It is with understandable chagrin the Acting Comptroller had to 
review it. It is lacking in any legal citation or Comptroller General's 
ruling. The ruling concludes that it was 


1 oe ar mt of +) » , ’ 
ia a a uu e Panama i 


There is no law and there is no prior ruling of the Comptroller Genera 


to support such a conclusion 


CONCLUSIONS 
1. The subcommittee is firmly of the opinion that the clerk in 
question was, in fact, an agent of the Panamanian mail system. He 


was not a hotel clerk, exclusively, as alleged 

2. If it was the duty of a bidder to see to the conduct of an envelope 
through the mailing system, that should have been specified in sec- 
tion 5 of the bid documents. Nowhere in the Comptroller’s opinion 
and nowhere in these whole discussions have the engimeers referred to 
the provisions of section 5 under which this bid was deposited. Sut 
the division engimeer, when uninfluenced by Washington, reached 
sound conclusions which he was forced to change on false testimony; 
i. e., that a mailer is entitled to rely on a postal agent for such infor 
mation With that we agree With the Comptroller we are in 
disagreement. 

The language of section 5 of the bid documents is the language 
written by the United States. If the United States would put the 
burden upon a bidder to see to the handling in the mails of a bid, all 
the United States had to do was to so state To hold that a bidder 
might not rely upon a postal agent for information concerning mails 
and accept his assurance is wholly unwarranted in law or fact 

The entire transportation system of this country would break down 
if that principle were employed. The bus systems, for example, 
maintain agencies in the smaller cities and along highways, in hotels, 
poolrooms, grocery stores, confections ry stores and make full use 
of part-time employment Who else would a traveler seek for 
information than the person who sells them passage? 

In the Union Depot in Washington, who else would vou ask but 
the ticket seller for your train departure? There is not 1 American 
in 25 able to interpret the published schedule. The employees who 
conduct the business of these companies are the ones from whom 
advice is sought, and it is not required in each instance to consult the 
vice president in charge of traffic. 

The same rationale is true with respect to mailing. Every person 
going to a desk where stamps are sold and where mail is accepted, 
from time to time inquires and receives information and relies on 
that information. Who else would be expected to furnish such infor- 
mation other than the persons authorized to accept mail, whether 
they are paid or unpaid; whether they get a commission or not; 
whether they are direct employees of the Government in question 
or not, or whether they work for the particular agency of the Govern- 
ment, makes no difference. 
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As we pointed out during the course of these hearings, the post 
offices maintained on Capitol Hill are operated by employees of the 
House of Representatives and the Senate and are paid for by them; 
but thes emplovees are nonetheless agents of the United States 
postal service. The interpretation placed upon this transaction under 
section 5 of the bid documents is unwarranted in law or in fact; 
and it has been arrived at under very suspicious circumstances—in 
this instance, of a loss by the United States of $60,000. 


RECOMMENDATIONS 


|. If there is anything indicated in this whole transaction it is the 
unmediate requirement that the regulations for determining sus- 
picion of fraud charges made against bidders (who thereupon are 
blacklisted) should be revised to accord the decency of public charge 
and trial and prompt resolution of the controversy in the American 
tradition of fair and open dealing. 

2. If the Comptroller General and if the departments of Govern- 
ment desire to have a more strict section 5 in bid documents, all they 
have to do is to revise section 5 to so provide, This old canned form 
has not been revised, so far as we can learn, in many vears. It is 
lifted out of old documents, used and reused without regard to par- 
ticular needs. 

We call attention to the fact that this late bid section is intended 
for the advantage of the United States to enable it to obtain the lowest 
possible bid while pre serving the integrity of the bidding process. It 
has no application in any circumstances except where it is to the 
advantage of the United States. The safeguards in it are to protect 
the bidding processes and insure delivery in the course of the mails 
of an envelope containing matter which cannot be altered or changed 
and which can, applying the usual standard of time for travel without 
regard to intricate schedules, bi expected to arrive at the point of 
destination at or about the time the bid is due There is no claim 
here that this envelope was not, in fact, in the Panamanian system 
from the time it was turned over to a Panamanian postal agent, nor 
that it was or could be tampered with in any respect, excepting that 
it was modified by a telegram concerning one item, as to which there 
is no question raised by any of the Government officers 

If the Corps of Engineers had done a competent job they would 
not have wound up in this hassle and the Comptroller General would 
not be embarrassed by an unfortunate opinion 


Approved, June 24, 1954 
Wintuiam E. Hess, Chairman, 
Paut CUNNINGHAM, 
Wintutiam H. Bartss, 
CuHarves P. NEuson, 
Leon H. Gavin, 
ik. Enpwarp Hépert, 
O. C. FIsHeEr, 
Porter Harpy, Jr 
LL. Menpet Rivers, 
Subcommittee on Defense Activities. 
Approved, June 25, 1954: 
Drwry SHort, 
Chairman, Committee on Armed Services. 
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DrEAR Mr. ComprrRoLLER GENERAL: Invitation No. ENG—OS8-123—54-18 1 








quested bids for the construction of ordnance facilities at Corozal, Panama. T! 
bids were for the opening at the office of the distriet engineer, Jackson, Fla 
at ll a. m., November 24, 1953 

At the time of opening 6 bids were « hand. together with a telegram fror 
United Enterprises, Ine., reducing its total bid by $368,000 \fte ypening of 
all bids, no written bid from United Enterprises was found, although a repre 
sentative of this firm w Ja \ ‘ {1 telephoned distri engine 
shortly after bid opening time Che ext morning, ember 25. 1953 
written bid from United Enterprises was received by registered mail. The lat 
bid was received but held unopened pending a deter ati of whether it was 
delayed in the sor not. The elope showed a cancellation stamp wit e 
date of November 23, 1953, and a registrv number. There was no indication a 
to the time of mailing other than the late 

The district er eer held the id nopened rt Dec er 2. 1953. 1n orde 
to obtain informatio is tot rea i ite ari i \s ¢ d e of mail 
the bid, a representative of United Enter; ( ib t 1 a sworn statemer 
that he had delivered the bid to a clerk at the con tand at the Hotel ] 
Panama, Panama City, Panama O Was ( fs » authorized by Panamania 
postal authorities to receive ma it a it 12:30 a. 1 N nber 23, 1953 He 
also stated that the envelope | been re tered and Soe EORN 
assured the envelope would be d ered la lla Nove ( 
44 1953. otherwise he would ha any ] » hia to] 1 delivered 
t personally by ope g ne <s ‘ {bv a i 

igned by the cler that a ( f nta 
of United Enterprises for 1 ym and ‘Oa N 
23 and that he id a 1 pp \ 11 
1m Novembe 4 () ( f se < ‘ fs i ’ 
plane left Panama for Mia 2:20 ; ! 
letert ed that the bid had lela | ! | 
mnsidered 

Notice of this action wa ve » the other bidd i ediate prote 
received from Framorco, Ine the apparent low ide the late id was 
opened Due to the protest ( ter is fo. i to the Office of 
the Chief of k: eers for! () ‘ I 

tl Investigat nh ( ) 
Panama Citv and Jackso He. Fla 


er investigation estab] 1 that, yrder for l to be receive 
in Jacksonville by 11 a.m., November 24, it had to be cart yr ‘ Laie 
leaving Panama City for Mia ( leparted fr Panama ( + 9-97) 


a. m., November 23 It further Stablishned t t ( 


Hotel El Panama were at 2 p.m., 8p. m., and 10:30 p.1 and t rec { 
letters mailed after 10:30 p. m. at the Hotel El Pana 1 WoO 1 Maly ( Ld 
until the first pickup on the following da 

A subsequent investigation, made as a result of t IESTIONS a 
hearings before the Subeommittee on Defense Act Committ ; 
Armed SS rvices, louse of Representat es, dete | it reco 





nized practice bv the postal authorities or bv the elet 
to dis] 
Statements obtained bv the Corps of ] neers its “td fiein 


atch mail received after the regular 











way of sending ms 
possibility of an individual making such an arrangement vhich case the courier 
would apparently be the a F tl nd not tk ff 

This investi 





ition also determined that, in fact, the registered envelo] 





taining the disputed bid was picked up from the hotel at approximately 9:30 








er 23, carried « une lea 
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\ ‘ ute j t i rd of ( i 
H het e subs ewe lon February 17 and 18 and Mar 
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Di PARTMENT OF THI ARMY 
Washinaton 25, D.C Vay 6. 1954 


Hon. Wituiam kb. Hes 
C) an. Subcommittee on Defense A 


( ? tt or Irmed Se Hlouse of Representatives 


€é 


es 


Dear Mr. Hess: Reference is made to the hearings held by vour subeom- 
mittee on February 17 and I8 and March 1 1954, 1elative to the award of a 
contract under invitation No. kk NG—O8—-123—54-—18 for construction of ordnance 
facilities at Corozal, Panama 

Subsequent to the hearings this Department submitted to the Comptroller 
General of the United States for his review the entire file in this matter inelud- 
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ing a transcript of the hearings ( eviewing this fil e Comp er Ge 
eral has advised that the Department f the Arn has fullv subst: ited it 
action in making the award to Framoreo. Ine See enclo e 
Accordingly, I have directed the Corps of Engineers to proceed immediate 
with the constructior 
Sincerely vou 
Jou Ne ZAI 
/ ‘ Ny el ) the | 
| nclosure Opinio ot Compt ller Gene i 
COMPTROLLER GENERAL OF THE UNITED STATES 
Washington 2 May 5, 1954 
The honorable the SkcRETARY OF THE ARMY 
Dear Mr. SecrRerary teference is made to vour letter of April 21, 1954 
concerning an award of contract made on January 29, 1954, to Framorco, Ine 
Panama, Republie of Panama, for construction of ordnance facilities at Coroza 
os. pursuant to invitation No EN G—08—123-—54-18 issued on September 
Jacksonville distriet, w sealed bids 


14, 1953, Dy the Corps of Engineers 
being scheduled for opening at 11 a. m., e. s. t.. November 24 





The record shows that at the time of the opening of the the district 
engineer office of Jacksonville, Fla., 6 bids had been received, with respect t 
which Framorco, Ine., quoted the lowest total bid price In addition, there was 
received a telegram from United Enterprises, Ine.. New Orleans, La., referring to 
the invitation and stating Deduct $368,000 from total amount bid.”’ However 





the bid of the 





company, while lower than that of Framorco. Ine.. after deductio1 


of the amount of $868,000, was not received as of the time of opening but was 
delivered to the district engineer office early during the morning of November 


25, 1953 

Relative to the late delivery of the bid, it appears that officials of United Enter 
prises, Ine., had visited ract work and completed the prepara 
tion of the bid in a room at the Hotel El Panama about midnight, Sunday, Noven 





the site of the econ 


ber 22. It was alleged that shortly thereafter the envelope containing the bid 
was registered for mailing at a counter in the hotel lobby and that the clerk had 


assured the vice president of the company that the envelope would reach the dis- 


trict engineer office in Jacksonville, Fla., before 11 a. m., e. s. t., November 
24, 1953 

Investigation bv the district engineer office disclosed that this was possible 
since a plane carrying mail to Miami, Fla., was scheduled to leave Tocumen Air 
port, about 15 miles from Panama, at approximately 2:20 a. 1 e.s. t., November 
23, and to arrive in Miami at about 6:40 a. m., e. s. 1 Also, it appeared that no 
more than 24 hours normally would be required to deliver the mail from that 


point to the district engineer office in Jacksor Ville Fla 

On such basis, and since the bid specifics 
late bids if the failure to arrive on time was due solely to a delay in the mails 
for which the bidder was not responsible, the district engineer proposed to make 
the award to United Enterprises, Ine. Protest against t] 
made by Framorco, Ine., and it was found necessary, therefore, in compliance 
with applicable regulations, to submit the matter to higher authority 

Upon further investigation it developed that the regular mail pickups at Hotel 
El] Panama were 2 p. m., 8 p. m., and 10:50 p. m.; t 
ing to the effect that the envelope containing the bid of United Enterprises, Ine 
should be specially handled; and that only one flight each day, or at 2:20 a. m 
was scheduled for deliveries of mail from the Tocumen Airport to Miami Fur- 
ther, the hotel clerk’s authority as 
furnished statements contradicting ( 
accepted the particular mail at about 12:30 a. m,, November 23, and advised 
the sender that it would reach the district engineer office at Jacksonville, Fla 
before 11 a. m., e. s. t., November 24, his revised statement being to the effect that 
he did not receive the envelope until about 3 a. m., November 23, and that he had 
told the bidder’s representative that it would not be delivered in Jacksonville 
by ll a. m., November 24 

“The Office of the Chief of Engineers then determined that the bid of United 
Enterprises, Inc., should be disregarded and the award made to Framorco, Ine 
Following the making of such award, hearings were scheduled before the Sub- 
committee on Defense Activities of the Committee on Armed Services, House of 





tions permitted the eco siderat on oft 





proposed award Was 


at there was no understand 


a postal agent was questioned and the clerk 
} 
| 


effect that he 


is previous statements to tl 
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